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CHAPTER I 



INTRODUCTION 

The United States Coast Guard adopted the Planning- 
Programming-Budgeting System as the process for justification 
of its fiscal year 1968 budget request. The adopted system did 
not allocate the cost of capital outlays to the programs and 
program elements that would benefit from the investment in 
facilities. Full implementation of the Planning-Programming- 
Budgetin'g System calls for such allocation. The problems and 
difficulties that will arise in allocating the costs of capital 
outlays need consideration. If the problems can be overcome 
without an expense greater than the value of eliminating them, 
the Coast Guard should endeavor to allocate the cost of capital 
outlays. The results of solving the problems and fully imple- 
menting the Planning-Programming-Budgeting System are also 
worthy of consideration. It is possible that the changes that 
would be caused by the application of the solutions will be 
found undesirable. If the final outcome of allocating capital 
outlay costs appears detrimental, the adoption of only some 
parts, or modification of the concepts, of capital outlay cost 
allocation may be more beneficial. 

The Planning-Programming-Budgeting System has been used 
by the Department of Defense since 1961, and President Lyndon 
B. Johnson, on August 25, 1965, asked that it be implemented 
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throughout the Executive Branch of the Federal government.^ 
Guidance and instructions for the establishment of the Planning- 
Programming-Budgeting System were published by the Bureau of 

— the Budget in Bulletin No . 66-3 . Two segments of Bui letin 

No. 66 -3 are of particular concern to this study. Both segments 
substantiate the statement that the Planning-Programming- 
Budgeting System requires the allocation of the costs of 
capital outlays to the programs that would benefit from the 
capital outlays. 

Bulletin No. 66-3 stated in part that "... all 
costs — including capital outlay, research and development, 
grants and subsidies, and current costs of operations (including 
maintenance) — which are associated with a program element 
should be assigned to that program element. Program elements 
are considered parts of programs and therefore allocation to 
programs appears to be a prerequisite of allocation to program 
elements. The second segment which indicates that capital 
outlay costs were to be assigned to programs was set forth in 
Exhibit 2 of Bulletin No. 66-3 . 11 Exhibit 2 listed a proposed 

-*-U.S., President, "Statement by the President to 
Members of the Cabinet and Heads of Agencies, August 25, 1965." 
Weekly Compilation of Presidential Documents , August 30, 1965* 

^U.S., Executive Office of the President, October 12, 
1965, p. 6. (B ullet in No. 66-3 was superseded by Bulletin No . 
68- 2 on July lB, 1 9 6 7 • However, the concept of allocating 
capital outlay costs to programs was continued). 

3 Ibid. 

2, Ibid . , Exhibit 2. 



3 



program structure for the Coast Guard as an example to guide 
Federal agencies in the development of suitable program struc- 
tures. The seven titles for programs proposed for the Coast 
Guard were "Search and Rescue, Aids to Navigation, Law 
Enforcement, Military Readiness, Merchant Marine Safety, 
Oceanography and Other Operations, and Supporting Services." 1 
It can be seen that no mention was made of capital outlays as 
a part of the program structure. 

The Coast Guard adopted the proposed structure for the 
1968 budget justification process i^ith one substantial change. 

An eighth program, Capital Outlays, was added. The addition 
of the Capital Outlays is therefore in conflict with the 
instructions issued in Bureau of t he Budget Bulletin N o. 66-3. 

The following paragraphs will identify the program titles 

actually adopted and the activities encompassed by the Coast 

2 

Guard's definition of each program title. Changes in the 
wording of program titles we re made but the close similarities 
to the proposed structure is apparent . 

Search and Rescue 

This program was concerned with locating and giving 
assistance to persons and property in immediate or potential 

^ Ibid . , Exhibit 2. 

^U.S. Treasury Department, Recommended Program for 
Assistance to Maritime C ommerce , FY 1968 -FY 1972 and Recommended 
Program for Mili t ary Support for National Defense Purpose s , 

FY 1968-1972 . (Both documents are undated, available from 
Coast Guard files and are referred to as 1968 Program Memoranda) . 
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distress within the maritime search and rescue region of the 
United States. It required the major allocation of Coast Guard 
resources. Assistance was rendered by virtually any Coast 
Guard facility available regardless of the stated primary 
purpose of that facility. 

Aids to Navigation 

This program was to enhance the safety of maritime 
commerce on coastal and inland waters and the high seas . It 
also provided long range, precise navigational information on 
a global basis to meet the needs of the Department of Defense. 
The facilities established, maintained and operated to accom- 
plish the purposes of the Aids to Navigation program included 
lighthouses, Loran stations, lightships, and vessels to provide 
logistical support and to serve as platforms for radio and 
radar aids to navigation. Aircraft were used for logistical 
support and determination of the accuracy of some aids to 
navigation. Unattended systems, lights and other markers as 
well as buoys, were also used. 

Oceanography, Meteorology , 
and Pola r Operations 

This program's purpose was to gather oceanographic 
and meteorological data regarding the North Atlantic, North 
Pacific, Arctic and Antarctic Circumpolar Oceans in support of 
Coast Guard and interagency programs. Secondly, this program 
was to enhance the safety of commerce through iceberg-infested 
waters of the North Atlantic and insure safe passage of vessels 



to U.S. bases in the Arctic and Antarctic. Facilities used 
by this program included icebreakers and other major vessels, 
aircraft, and support facilities ashore. 

Merchant Marine Safety 

This program was to enhance the safety of property 
and lives on vessels subject to the shipping laws of the United 
States by establishing safety standards for the construction, 
manning, and operation of those vessels. Safety standards 
were enforced by inspection, testing, examination, and licens- 
ing of vessels and personnel and the investigation of accidents. 
The use of Coast Guard facilities in pursuit of this program 
was limited to office space ashore . 

Support Facilities and Services 

This program provided for the command and control of 
the Coast Guard and the training of personnel, and support with 
funds, supplies, contracts, repairs, and construction of all 
operational facilities and requirements. Facilities used by 
this program included Headquarters and District staff office 
spaces, repair and supply facilities, a shipyard, training 
centers, the Coast Guard Academy, and some vessels such as 
the cadet training ship EAGLE. 

Enforcement of Marine Laws 
and Regulations 

This program was concerned with a broad spectrum of 
lav; enforcement duties. Included were the activities of port 
security 'which endeavored to provide security from deliberate 
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or accidental damage to port facilities and vessels in port, 
and the regulation of recreational motor boats to reduce losses 
from boating accidents. 

Also included we re activities to protect natural 
resources and national interests on the seas and v. T aters subject 
to the jurisdiction of the United States. This segment of the 
program dealt with laws regarding water pollution, conservation 
laws, and international treaties concerning fish and other 
water animals. 

Cooperation with other government agencies in various 
law-enforcement activities was also included in this program. 

Virtually all Coast Guard facilities functioned within 
one or more segments of this program. 

Military Training and Operations 

The purpose of the program w as to insure the G-oast 
Guard's readiness to operate, and to operate as a specialised 
force of the Navy in time of war or national emergency. Again, 
virtually all facilities functioned within this program. 
Activities included training exercises similar to those 
required for Navy vessels, wartime search and rescue exercises, 
small arms marksmanship training, and participation in the 
Viet Nam war by vessels and aids to navigation facilities. 

Capital Outlays 

The purpose of this program was to provide the facili- 
ties necessary to carry out the other programs . It is the 
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capital outlay costs for facilities which, under the Planning- 
Programming-Budgeting System as defined by Bureau of the 
Budget, should have been allocated to the other programs. 

With the foregoing discussion of the Coast Guard's 
program structure as a basis, this study will examine as the 
central research question the problems associated with the 
allocation of Coast Guard capital outlay costs to programs. 
Further allocation of capital outlay costs to program elements 
would encounter many of the same problems on a narrower scale; 
therefore this study will not examine directly the problems of 
allocation to program elements . 

The study will review the histprical development and 
examine the existing organizational structure of the Coast 
Guard to give some insight into the character and concepts of 
operation and administration that bear upon the problems. The 
study will also review the objectives, plans and budgeting 
process which were used for the fiscal year 1968 by the Coast 
Guard. Some of the problems revealed in the literature about 
the Planning-Programming-Budgeting System will be cited and 
the impact of those problems as they apply to the allocation 
of capital outlay costs to Coast Guard programs will be 
discussed . 

The problems of allocating capital outlay costs to 
programs are of importance partly because the requirements for 
capital outlays to modernize and augment existing Coast Guard 
facilities are large and growing.. The fiscal year I960 Coast 
Guard appropriation. Acquisition Construction and Improvement, 
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for capital outlays was $20 million. For fiscal year 1968 the 
Coast Guard requested an appropriation of $103.2 million and 
forecasted an annual requirement for $197*5 million in future 
years to carry out existing plans.- 1 - 

The plans had received Treasury Department approval 
and had been developed at the direction of the Treasury and 
Post Office Subcommittee of the House of Representatives 

p 

Committee on Appropriations. 

The rapid, increase in the amounts necessary for capital 
outlays was caused, in part, by the Coast Guard’s long standing 
tradition to practice thrift, "to patch and repatch, to caulk 
and recaulk, to produce the empty paint pail before a new one 
could be issued. 

The planned capita] outlays included the acquisition 
of the following as shown in Table 1. 

Coast Guard facilities were composed of a wide variety 
of structures, vessels and aircraft located primarily in the 
United States but also found at many locations around the 
globe . 



Interview with Lieutenant Commander Ira E. Thompson, 
USCG, Program Analysis Division, USCG Headquarters, 

January 15, 1968. 

2 

U.S., Congress, House, Subcommittee of the Committee 
on Appropriations, Hearing s, Department of Tran s portation 
Appropriations for 1968, 90th Cong., 1st Sess., 1967, 
p. '358. 

^Howard V. L. Bloomfield, The Compact H istory of the 
United States Coast Guard (Mew York: Hawthorn Books, Inc,, 1966), 

p. 8. 
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TABLE l a 

SUMMARY OF PLANNED COAST GUARD CAPITAL OUTLAYS 
FOR PERIOD BEGINNING 1 JULY 1967 





To Be 


Total When 


Type of Unit 


Added 


Plan Accomplished 


Multipurpose shore units 


88 


255 


Aids to navigation units 


14 


2^0 


Command and control units 


0 


34 


Repair and supply units 


5 


52 


Training and recruiting units 


1 


12 


Merchant marine safety units 


2 


53 


Major cutters (210 feet and over) 


39 


12 


Other cutters (65 to 210 feet) 


123 


278 


Air craft 


50 


184 


Aviation Units 


2 


24 



C ‘U.S., Treasury Department, Coast Guard, Cutter Plan , 
United St ates Coa st Guard , FY 196 8 thr u 197 4 and Su mmarized 
Sho re Units Plan, United 'States Co ast Guard F Y 1968-1975 and 
Aviation Issue Paper, September ] 9&7 > United States Coast 
Guard . ~ 



The central research question is significant from two 
viewpoints. For the Coast Guard, significance lies in the 
recognition of the problems of capital outlay cost allocation 
as not being unique to it and in the need to consider those 
problems and some of the possible results of solving them. 

The second viewpoint is that of other agencies which are 
required to use the Planning-Programming-Budgeting System. 
Since the problems are not unique to the Coast Guard, other 
agencies may encounter them in varying degrees of difficulty. 
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Recognition or identification of a problem is often 
the first step in problem solving. This study will attempt 
to develop some clarification of the problems of allocating 
costs of Coast Guard capital outlays to programs. The problems 
are not necessarily new, but the approach may be different and 



useful . 



CHAPTER II 



DEVELOPMENT OF THE COAST GUARD 

In the introduction the activities of the Coast Guard 
were shown in their relationship to the fiscal year 1968 
program structure. This chapter wi]l examine the historical 
development of the Service and give the reader a better under- 
standing of v/hat the Coast Guard is and does. An understanding 
of the development of the Coast Guard may make more apparent 
the difficulties, and their degree, that will be encountered 
in allocating the costs of capital out3.ays to programs. It 
will be seen that the development has been, in some instances, 
lacking in the rationality often associated with the Planning- 
Programming-Budgeting System. 

Early Development 

The United States Coast Guard traces its history back 
to August ^1 , 1790. On that date the Revenue Cutter Service 
was established by Act of Congress. The Congress had passed 
Shipping Tariffs to raise the' funds necessary to carry out the 
activities of the Federal Government and to pay off the 
national debt that had been incurred incident to the creation 
of the new nation. 

Alexander Hamilton, as Secretary of the Treasury, was 
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faced with the problem of collecting the shipping tariffs. It 
was a difficult problem not solved by the establishment of 
customs offices ashore. The populace had just undergone a 
war stimulated by abhorrence of tariffs and other taxes. The 
experience gained in patriotic wartime smuggling could not 
easily be laid aside. The long shoreline with many isolated 
landing points made the risks of smuggling small. 

The Revenue Cutter Service, as a part of the Treasury, 
was established to assist in the enforcement of custom laws . 
Hamilton was authorized to construct and equip ten cutters at 
a total cost of not more than $10,000. The $10,000 was to be 
paid out of custom revenues. 

The cost of the cutters exceeded the $10,000. It can 
be seen that budget overruns are not peculiar to our time. 

The captains, because of tradition and their personal influence, 
were able to cause improvements to be made during construction 
of their ships. The MASSACHUSETTS' cost exceeded $2,000 in 
its own right . 

The ships were small. MASSACHUSETTS, the largest and 
best, was about 50 feet in length and displaced 70 tons. The 
cutters, though small and cost-1 y , soon paid for themselves and 
more . They forced vessels to report all cargoes to the Customs 
Office and pay the tariffs.'*' By 179*1 ninety-two per cent of 
the federal income was coming through the collector of customs, j 
By 1796 the foreign debt had been paid. 

^Bloomfield, op . clt ■ , p. 11. 
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Hamilton felt the officers of the Revenue Cutter 
Service "should be commissioned as officers of the Navy" and 
so argued when urging the creation of the service. ^ Congress 
did not see things the same way, possibly because there was no 
Navy at that time. The officers of the Revenue Cutter Service 
therefore were deemed officers of the customs. 

The inherent value of the armed ships as a navy was 
not overlooked by Congress. In an Act approved July 1, 1797, 
the President authorized the use of Revenue Cutter Service 
vessels to "defend the sea coast and repel hostitlity to vessels 

p 

and commerce within their jurisdiction." 

The Navy Department was created May 1, 1798. On 
October 1, 1798, seven Revenue Cutter Service vessels were 
placed under control of the Secretary of the Navy. On March 
2, 1799 > the Congress authorized transfer of control of the 
entire Service to the Secretary of the Navy in time of War.~ 

The establishment of two precedents that have 
consistently affected the Service were set. The first was 
that the Service would be transferred to the control of the 
Navy in time of war or national emergency. The second, and 
less obvious precedent was the > assignment of additional 

^Quoted in U.S., Congress, House, E conomy and Efficiency 
in the Government Servi ce , Message of the President of the 
United States (Taft) T r a nsmitting Reports of the Commission on 
Eco nomy and Effici ency TChairman : P. A. Cleveland) 62D Cong., 

2d Sess., 1912, Doc. No. 670, p. 236. Hereinafter referred 
to as Cleveland Commission. 

2 Ibid . 

^Stephen H. Evans, The United States Coast Guard 1 790 - 
1915 (Annapolis: The U.S. Naval Institute, 1959;, P« 15. 
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responsibilities without an increase in facilities. The 
multifunctional nature of service facilities could be seen in 
the first decade of its existence. Functions were added 
because they could be performed economically with the existing 
facilities. Congress did not appear to consider important' 
the Service's location in the government organizational 
hierarchy or the purpose of the Service. The development of 
the Service by adding functions will be traced throughout its 
history . 

A third precedent, not unlike the second, vms set by 
Hamilton. The tradition of economy and efficiency was 
instilled by the first Secretary of the Treasury in his direc- 
tion to the Cutter Captains. Hamilton wrote : "I shall hope 

for the strictest economy . . . the establishment [of the 

Service] not being entirely agreeable even to members of 
Congress, it will require uncommon care it not be rendered more 
objectionable by any unnecessary expense. "■*' He further 
directed that the Revenue Cutters gather information about the 
coasts, inlets, bays, and rivers in the interest of aiding 
navigation . 

The Revenue Cutter Service, now the Coast Guard, has 
continued to augment the Navy at the direction of the President. 
The Service has participated in the following conflicts: 
Quasi-French War, War of 1812, Seminole War, Paraguyan 
Expedition, Civil War, War with Spain, World War I, World War 

^Quoted in Bloomfield, op . cit . , p. 8. 
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II, Korean War , and the Viet Nam War. Participation by the 
Coast Guard in the Korean War consisted primarily of providing 
navigation aids for aircraft, Search and Rescue, and Port 
Security functions in U.S. ports. In all other conflicts, 
including the case of Viet Nam, the Service participated more 
directly . 

In 1799 the Revenue Cutter Service v?as assigned the 

duty of enforcing quarantine law on vessels visiting the 

United States. It was not the Service alone that was assigned 

the task, but all custom officers and military officers of 

the U.S. were included in the operation. It was a logical 

assignment of duties since custom officers were already board- 

1 

ing vessels as they entered port. 

Beginning in 1800 the Revenue Cutter Service vessels 
were used to prevent the use of U.S. vessels, or the employment 
of U.S. citizens in the slave trade between one foreign country 
and another. In 1807 the suppression of slave trade duties 
were expanded to prevent the importation of Negro slaves 
into the United States . 

In 1819 the President was authorized to employ any 
armed vessel of the U.S. in the suppression of piracy. Revenue 
Cutter Service as well as Navy vessels were used. 

The declining oak reserves on public lands were in 
need of protection to insure an adequate supply of oak for 
the building of U.S. vessels. In connection with its customs 

1 Ibid . , p. 138. 
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duties, the Service, in 1822, was assigned the duty of 
protecting the public timber reserves. 

In 1837 the duties of giving assistance to vessels in 
distress was laid upon the Revenue Cutter Service by executive 
order of the President. Prior to that time the Revenue Cutter 
Service had no more responsibility for giving aid to distressed 
vessels than any other vessel traversing the sea. The Executive 
order required Service vessels to cruise the coasts in season 
of severe weather and be prepared to render aid to mariners 
in distress. 

In 1862 the Service, along with the other vessels of 
the United States, were charged with the enforcement of the 
laws against immigration of oriental "coolies" into the 
United States . 

The development and history of Alaska is replete with 
the activities of the Revenue Cutter Service and in more 
recent years the Coast Guard. The Revenue Cutter LINCOLN was 
sent to Alaska upon ratification of the purchase treaty with 
Russia. The first agent of the U.S. government in Alaska 
was Lieutenant George V/. Moore, USR-M,'*' Revenue Cutter 
Service vessels explored and charted the coastline of the new 
territory and reported of the vast amounts of fish and fur 
bearing animals in the sea and along the coast. 

Activities in Alaska continued to grow in scope. By 

‘'‘The name Revenue-Marine had been assumed by the 
Service, but never officially sanctioned by Congress. 
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an Act, July 27, 1868, Congress designated the Secretary of 
the Treasury to enforce the lav/ to protect seal fisheries and 
other hunting grounds in Alaska, and on the same date, a 
second duty, to prevent illegal traffic in firearms, ammunition 
and spirits in that territory. Once again the Service was 
given conservation duties and responsibility to prevent 
smuggling . 

The humanitarian nature of some of the functions of 
the Service can be seen in two acts, the first the relief of 
starving whalers who were ice-bound in the Arctic; the second, 
the creation of the Life-Saving Service through the efforts 
of the head of the Revenue Cutter Service in the 1870' s, 

Mr. S. I. Kimball. 

The expedition to bring aid to the 273 men of the 
8-vessel whaling fleet ice-bound off Point Barrow is one 
of the more unusual stories j.n the history of the Service. 

The whalers would die of starvation if food could not be sent 
to them before the ice break-up expected late in the summer 
of 1898 . The Revenue Cutter BEAR sailed to the edge of the 
ice pack, some 1500 frozen miles from the stranded whalers. 

A rescue party of three debarked to make the mercy trip. 

The logistical problem of transporting sufficient food 
to feed the 273 men until the ice break-up was solved in 
the following manner. As the party proceeded northward they 
bought reindeer from the eskimos and drove the reindeer before 
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them.'*- The trials and tribulations of the three men tire a 

story beyond the scope of this paper. They were successful 

and reached the first of the stranded whaling fleet on 

March 2 6, 1898 with 382 reindeer; a number sufficient to feed 

the whalers until the end of the freeze-up in August. 

Less dramatic, but more significant in terms of numbers 

of lives saved, w as the establishment of the United States Life 

Saving Service in 1870. Prior to 1870 life saving assistance 

from shore depended upon volunteers . Congress had furnished 

funds for equipment and facilities to be used by the volunteers, 

but there was no central federal direction of their activities. 

The Cleveland Commission on Economy. and Efficiency credited 

Sumner I. Kimball, head of the Revenue Cutter Service, with 

? 

the creation and development of the Life Saving Service. 

Kimball in turn gives credit to the Revenue Cutter Service in 

a report dated March 25 3 1911 > 

. . . the most available instrumentalities in 

beginning this work were the Revenue Marine 
[sic Cutter Service] officers under my direction 
and with their aid and the judicious expenditures 
of an appropriation of $200,000 . . ., I was able 

to bring about improved efficiency. . . .3 



^Reindeer nad been transported to Alaska during the 
1880 ' s by Revenue Cutters in ‘cooperation with the Federal 
agent for education. Dr. Sheldon Jackson; Dr 1 . Jackson had 
feared that the Eskimos would die as their primary food sources, 
whales, walrus, and caribou, were killed off by white men. 

^U.S., Congress, House, Economy and Efficiency in 
the Government Service, p . 86 . 



3 



Ibid. 
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Revenue Cutter Service officers continued to assist 
the development of the Life Saving Service in the capacities 
of superintendents of construction and inspectors. The Life 
Saving Service was not a part of the Revenue Cutter Service. 
Each operated as a separate, distinct service under the 
Secretary of the Treasury until 1915. 

The service acquired additional duties in the law 
enforcement field: in 1885 to protect fisheries, in 1898 to 

supervise the anchorage, in 1896 to regulate and police regat- 
tas and marine parades, in 1902 to protect game in Alaska, 
in 1910 to enforce the laws pertaining to motor boats. The 
Service took upon itself the enforcement of navigation lav/s 
and other laws governing merchant vessels, the suppression 
of mutinies on merchant vessels and the protection of w ’recked 
property . 

In 1906 the Congress authorized the Secretary of the 
Treasury to construct a vessel for the removal of derelicts 
and other floating dangers to navigation and to operate that 
vessel as part of the Service. 

Flexibility and ability to react to changing national 
interests has been a Coast Gu-ard hallmark throughout its 
history. The sinking of the TITANIC in 1912 after collision 
with an iceberg and the resulting loss of 1,517 persons raised 
understandable waves of shock throughout the world. President 
Taft took action to locate icebergs and warn shipping. The 
U.S. Navy was directed to set up a patrol of the iceberg area, 
and two scout cruisers were assigned. The Navy, before the 
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beginning of the next season, reported "it did not have ships 

suitable for the patrol work."- 1 - The shipping industry appealed 

to Secretary of the Treasury V/illiam G. McAdoo, 

In view of the expressed inability of the Navy 
Department to perform such service this season, 
this association believes that the United States 
Revenue Cutter Service, to which our shipping 
interests are under great obligations for efficient 
aid at all times and for invaluable services 
rendered, is well equipped as regards ships and 
personnel to maintain such patrol. 2 

The Service did provide the patrol craft in 1913 and has 

continued the patrol under international agreement, except 

during years of xvar with Germany. No vessels have been sunk 

by icebergs in the patrol area since the inception of the 

patrol. One ship was sunk in 19^3 while the patrol was 

suspended, and a second sunk in 1959 outside of the patrol 

area . 

The Service had been growing in size as well as in 
duties. Alexander Hamilton's fleet of 10 wooden sailing sloops 
had been replaced many times over and in 1910 the fleet 
numbered 2 6 cruising cutters, 18 harbor vessels and launches, 
plus a school ship. The fleet was supported by a shore estab- 
lishment of administrative offices, a school of instruction, 
warehouses, a depot, inspectors, and supervisors of anchorages. 
The Secretary of the Treasury reported the accomplishments of 



"'"Bloomf ield , op . clt . , p. 115. 

2 New York Maritime Exchange letter. As quoted in 
Bloomfield, op . cit . , p. 11*1. 
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the Service during 1910 as follows 



1 



Lives saved (actually rescued) from 
drowning 

Persons on board vessels assisted 
Persons in distress taken on board 
and cared for 
Vessels assisted 

Vessels boarded and papers examined 
Vessels seized or reported for violation 
of the law 

Pines and penalties incurred by 
vessels reported 
Value of vessels assisted and 
their cargoes 

Derelicts and obstruction to 

navigation removed or destroyed 



25 

1,801 

365 

156 

18,799 

6^7 

$160,569 

$10,2^7,535 

28 



At a net expense of $2,563,000 the service had directly 
assisted vessels and cargoes valued at nearly five times its 
expenses. It had actually saved 25 lives from being drowned. 
Additionally it had enforced the various lav/s earlier cited 
and maintained itself in a state of military readiness through 
"Naval drills and target practice with rapid fire guns and 

p 

small arms." The Service was growing and was more than paying 
its own way by saving ships and cargoes. 

In spite of the above record the Cleveland Commission 
recommended that the Revenue Cutter Service be abolished. The 
opening paragraph of the section of the Report of the 
Commission on Economy and Efficiency dealing with the Revenue 
Cutter Service read as f ollows : 



■*■1! . S . , Congress, House, Economy and Efficiency in 
the Government S erv i ce , p. 368 . 

2 

Ibid . , p . 369 • 
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The Commission on Economy and Efficiency has 
the honor to submit the following report in reference 
to the Revenue-Cutter Service of the Department of 
the Treasury. Its recommendation in respect to this 
service is that it be abolished and that the duties 
now being performed by it be distributed among other 
existing organizations of the government.! 

The Cleveland Commission had reviewed the Service's 
duties and functions. A basic premise of the Commission was 
that Federal agencies should be unifunctional. The Service, 
as the history has pointed out, was multifunctional in nature. 
The Commission determined that the Navy could more economically 
perform the Navy responsibilities, the custom officers could 
more economically perform the customs duties, the Lighthouse 
and Lifesaving Services could more economically perform their 
duties . 

The responses from the Service and from the agencies 
that would be assuming the various functions performed by the 
Service were negative. Ellsworth P. Bertholf, Captain 
Commandant of the Revenue Cutter Service, pointed out that the 
Cleveland Commission recommendation "... would necessitate 
a far greater number of vessels in the several services . . . 

[and result in] confusion . . . lack of coordination . . . 

duplication of equipment and administration . . . inefficiency." 1 ' 

The Secretary of the Navy stated that the Navy could not assume 
the duties of offshore distress work or derelict destruction 
in the normal performance of its duties . "All duties which 
interfere with the training of the Navy's personnel for war 

1 Ibid . , p. 269 . 2 Ibid . , p. 397 . 
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are irregular and in a degree detrimental to the efficiency 
of the fleet."'*' 

Public sympathy for a counter plan and the negative 
reactions of the agencies involved permitted the Revenue 
Cutter Service to survive the Cleveland Commission Report, 
and multifunctionalism continued to be a trait of the Service. 
Further, the Commission's report gave impetus to the consolida- 
tion of the Life Saving Service and Revenue Cutter Service. 

In rebuttal to the Commission's Report the Secretary of the 
Treasury alluded to the consolidation plan . . . "And everybody 

who has studied it in the Treasury Department within my time 
is convinced that the Revenue Cutter Service should have more 
connection with the Life Saving Service, rather than less . 

ii 2 



A New Name and New Duties 

On 23 January, 1915 > the President signed into law 
"An Act to create the Coast Guard" which combined the Life 
Saving Service and the Revenue Cutter Service. 

Subsequent to 1915 the Coast Guard's duties and 

responsibilities have continued to expand. The initial nremise 

. 

of the purpose of the Servioe--enf orcement of revenue laws--- 
has fallen into the background. The history has shown the 
concepts which have provided the framework for development. 
Those concepts are: the Coast Guard personnel and facilities 

are adaptable to many duties, the Coast Guard is a military 



■*• Ibid . , p . 38.1. 



2 Ib.i d ■ , p. 282. 



